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Factory output rebounds and jobless claims hit lowest for 14 years

® Industrial production jumps 1.0%,
manufacturing output up 0.5%

® Jobless claims fall to lowest since April 2000

® Data add to signs of strong GDP rise in Q3

A rebound in factory output and a steep drop in jobless
claims to their lowest for 14 years provide some
welcome upbeat news on the US economy, confirming
recent buoyant survey data. The news keeps the Fed
on course to raise interest rates in the first half of next
year, barring any surprises in coming months.

Production leaps higher

Production rose 1.0% in September after a 0.2%
decline in August, its biggest gain for almost two years,
according to official data compiled by the Federal
Reserve. Manufacturing output was up 0.5% after
August’s 0.5% drop.

The rise leaves industrial production 0.8% higher in the
third quarter compared to the second quarter, adding
to signs that the US economy continues to grow at a
solid pace.

The upturn in production also pushed capacity
utilisation up to 79.3%, its highest since June 2008.
The Fed is keeping a close eye on how fast spare
capacity is being used up, as this is a key gauge of
future inflation trends.

Jobless claims lowest since 2000

Separate data meanwhile showed new jobless claims
slumping from 287,000 to 264,000 in the week ended
11 October, the lowest seen since April 2000. The
four-week average also fell, down to its lowest since
June 2000.

Fears of slowdown overplayed

The data should serve to allay fears that have grown in
recent weeks about a renewed bout of weakness
setting into the US economy. In reality, such fears look
to be overplayed.

US manufacturing output

Markit US PMI Output Index Output, 3m/3m % change
4.0

2.0
0.0

v

61

56 -

46 -2.0

41

-4.0
US manufacturing output
36

——Markit PMI 80
26 T T T T T T T -8.0
2007 2008 2009 2010 2011 2012 2013 2014
Sources: Markit, Federal Reserve.
US labour market
US initial jobless claims, '000 (4week ave) US non-farm payrolls, '000 (change)
200 600

250 -

400
300

200
360 | k-
400 0

450

-200

500

-400
550

Non-farm payrolls -600

600

= Jobless claims (inverted)

650 -800

00 - T T T T T T T T T T T T T T -1000
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: Ecowin

In addition to the expansion seen in the industrial
sector, employment continued to rise strongly in
September, up 248,000 compared to August, and the
recent drop in new jobless claims means payroll
numbers look set to move sharply higher again in
October. Unemployment should therefore decline
further, the jobless rate having already slid to 5.9% in
September, its lowest since 2008.

Retail sales are also still trending upwards. Despite a

0.3% drop in September, sales are up 1.0% in the third
guarter compared to the second quarter. Consumer
confidence is running at levels not seen since 2007,
providing grounds to believe that spending should
remain on an upward trend in coming months.
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Business surveys have likewise pointed to continued
strong expansion in September. Although Markit's two
PMI surveys collectively indicated an easing in growth
to a four-month low in September, rates of expansion
remained buoyant in both manufacturing and services.
Flash Manufacturing PMI data for October are
published next week.

The surveys and official data available so far are
therefore consistent with GDP rising at an annualised
rate of at least 3% in the third quarter, a rate of growth
which is probably sufficient to keep the Fed on track to
raise interest rates in the first half of next year.
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